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AUG 30 1990

CERTYIFYED HSIL

Dear Applicant:

Ys have conmidered yvour application for recognition of exemption from foederal
income tax wndor puction 501(c) €4) of tha Interpal Ravanue Coda,

The information submitted indicates that vour organization was incorporated
vnder the laws of tha State of on NN t0 vvovids for tha
malntenancs, preservation and contrel of tha common alemants within that
certain tract of property describad in Exhibits "x" and "B" of the cortain
Haster Deed antitled, ',

The activities of your association incivde administering, managing and
eporsting the coumon affairs of the unit owners and ta maintain, repair and
replace the general and limited common elemonts of the condominium as provided
in the Mastor Deed and Bylaws.

Your income i5 primarily derived from collection of sach unit awner's
broportionate share of the assessmont for common expenssas. Expenses covar the
repairs, replacement and maintepance of the limited common elements.

Section 501(e) {4) of the Code provides for the exemption from fedoral income
tax of civie leagues or organizations not oraanized for profit hut opuorated
sxclusively for the promotion of social welfara,

Section 1.501{c){(4)~1(a) (2} (1) of the Income Tax Regulations provides that ap
organization is operated for the promotion of social welfare ir 1t promoteasg,
in some way, the common good and general welfave of the people of the
community. An organization described din this section is one vhich ig operatad
for the purpose of bringing about civic hotterments and social improvements,
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In Revenue Ruling 74-17, 1974-1, C.B., an organization was formed by unit
owners of a condominium housing project and was operated to provide for the
managenent, maintenance, and care of the common areas of tho project. Its
income vas from membership assessments and its disbursements were operating
expenses. Tho organization did not qualify for exaemption under section

501 {c) (4) because the essential nature and structure of a condominium svstenm
of ownership, the rights, duties, privileges, and immunities of the membsrs of
an association ot upit owners derive from, and are established by, statatory
and contractual provisions and are inextricably, and compulsorily tied to the
owner's acquisition and enjoyment of his property in the condominium.
Adddtionally, condominium ownership invelvas the maintenance and care of
common areas which necessarily constitutes the provision of private benefit
for unit owners.

Based on the information submitted, it iz determined that your organization is
operating in the same manner as the organization described in Revenue Ruling
14~17 and therefore doas not qualify for exemption under section 501({c)(4) of
the Code.

Yo are a taxable entity and required to file federal income tayx returns on
Form 1120.

A "homeowners' association” that is not exampt under section 501/¢) (2) and
that is a condominjum management assocliation generally may elect under the
provisions of section 528 of the Code to receive certain tax benefits that, in
effect, psrmit the exclusion of its exempt function income from its gross
incomae.

Enclosed is a copy of Publication 588 which provides information with respect
to section 528 should the association des:re to congider slection of coverage
under this pirovision of the Code.

If you do not accept our findings regarding your exempt status under section
501 {c) (4), we recommend that you request a conference with a member of our
Regional Office of Appeals. Your request for a conference should include a
veit ten appeal giving the facts, lav, and any other information to support
your position as explained ir the anclosed Publication 892. You will then be
contacted to arrange a date for a conference. The conference may be held at
‘the Regional Office or, if you reguest, at any mutually convenient District
0ffice, If we do not hear from you, and you will be represented by somsone
vho iz not one of your principal officers, that person will need to file a
pover of attorney authorization with us.




If you do not appeal this determination within 30 days from the dats of this
lettor, as explained in tho enclosed Publication 892, this letter will becoms

our final doterminaticen on this matter.
Sinceraly yours,

District Director

Enclosures:
Publication 892, Publication 588




